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President  and  Members: 

The  Controller's  Audits  Division  presents  its  report  concerning  the  concession  audit  of 
Lombard  Street  Garage.  Pacific  Park  Management,  Inc.  (Pacific  Park)  has  a five-year 
management  agreement  with  the  Parking  Authority  of  the  City  and  County  of  San 
Francisco  to  operate  the  Lombard  Street  Garage.  The  management  agreement,  which 
expires  on  April  30,  2001,  requires  Pacific  Park  to  report  and  pay  all  gross  revenues  to  the 
Parking  Authority.  The  Parking  Authority  pays  Pacific  Park  a management  fee  for 
operating  the  garage. 

Reporting  Period:  May  1,  1996  through  April  30,  1999 

Gross  Revenues:  $1,412,678 


In  all  material  respects,  Pacific  Park  correctly  reported  and  remitted  $1,412,678  in  gross 
revenues  to  the  Parking  Authority.  However,  Pacific  Park  did  not  always  collect  the 
monthly  parkers’  fees  on  time.  Of  the  $44,925  in  monthly  parking  fees  collected  for  the  six 
months  we  reviewed,  Pacific  Park  collected  only  $1,950  (4  percent)  on  time  and  collected 
the  remaining  $42,975  (96  percent)  late.  This  occurred,  in  part,  because  Pacific  Park  does 
not  require  prompt  payment  and  also  does  not  assess  late  payment  charges. 

Pacific  Park’s  response  is  attached  to  this  report.  The  Controller’s  Audits  Division  will  be 
working  with  the  Parking  Authority  to  follow  up  in  six  months  on  the  status  of  the 
recommendations  made  in  this  report. 

Respectfully  submitted, 


Results: 


NORIAKI  HIRASUNA 
Director 
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INTRODUCTION 


Pacific  Park  Management,  Inc.  (Pacific  Park)  entered  into  a five-year  management 
agreement  with  the  Parking  Authority  of  the  City  and  County  of  San  Francisco  to 
manage  the  operations  of  the  Lombard  Street  Garage  (Lombard  Garage).  The 
management  agreement  became  effective  on  May  1,  1996  and  expires  on  April  30,  2001. 
The  management  agreement  requires  Pacific  Park  to  report  to  the  Parking  Authority  all 
revenues  collected  from  the  operation  of  the  garage.  The  agreement  further  requires  Pacific 
Park  to  deposit  the  revenues  to  the  Parking  Authority’s  account  for  the  garage.  The  Parking 
Authority  pays  Pacific  Park  a monthly  management  fee  equal  to  68.97  percent  of  the 
garage’s  gross  revenue. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  the  audit  was  to  determine  if  Pacific  Park  correctly  reported  and  deposited 
to  the  Parking  Authority’s  account  all  revenues  collected  from  the  operation  of  the 
Lombard  Garage.  To  conduct  the  audit,  we  reviewed  the  applicable  terms  of  Pacific  Park’s 
management  agreement  with  the  Parking  Authority,  and  assessed  Pacific  Park’s  procedures 
for  recording,  summarizing,  and  reporting  parking  revenues  from  transient  and  monthly 
parking.  To  determine  whether  Pacific  Park  accurately  reported  the  garage's  gross 
revenues,  we  compared  for  all  months  the  gross  revenues  that  Pacific  Park  reported  to  the 
Parking  Authority  to  the  gross  revenues  recorded  by  Pacific  Park  in  its  books  and  records. 
For  selected  months,  we  compared  the  amounts  recorded  in  Pacific  Park’s  monthly 
summary  records  to  the  amounts  recorded  in  its  daily  summary  records.  For  a sample  of 
days,  we  compared  the  data  recorded  in  daily  summary  records  to  the  data  recorded  in 
daily  shift  reports  and  examined  bank  deposit  records  for  the  day.  For  one  sample  day,  we 
counted  and  reconciled  the  parking  tickets  collected  to  the  count  of  parking  tickets 
recorded  on  the  daily  shift  reports. 

In  addition,  we  performed  a review  of  internal  controls  over  monthly  parker  revenues,  and 
tested  monthly  parker  revenues  for  selected  months.  We  also  reviewed  the  parking  rates 
used  at  the  garage  for  sample  days  to  determine  whether  Pacific  Park  charged  patrons  the 
authorized  rates.  To  determine  whether  the  Parking  Authority  properly  remitted  parking 
taxes  to  the  Tax  Collector,  we  tested  parking  taxes  paid  by  the  Parking  Authority  for  the 
audit  period. 
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AUDIT  RESULTS 


PACIFIC  PARK  CORRECTLY  REPORTED 
AND  REMITTED  LOMBARD  GARAGE’S  GROSS 
REVENUES  TO  THE  PARKING  AUTHORITY 

From  May  1,  1996  through  April  30,  1999,  Pacific  Park,  in  all  material  respects, 
correctly  reported  and  remitted  $1,412,678  in  gross  revenues  to  the  Parking 
Authority.  Table  1 shows  Pacific  Park’s  reported  gross  revenues  for  the  audit  period. 

Table  1 

Reported  Gross  Revenues 
May  1,  1996  through  April  30,  1999 


Reported 
Gross  Revenues 

May  1,  1996  through  April  30,  1997 

$441,411 

May  1,  1997  through  April  30,  1998 

477,964 

May  1,  1998  through  April  30,  1999 

493,303 

Total 

SI, 412,678 

PACIFIC  PARK  ALLOWS  LATE  PAYMENT 
OF  THE  MONTHLY  PARKERS’  FEES 

Pacific  Park  does  not  regularly  collect  the  fees  from  the  garage’s  monthly  parkers  by  the 
due  date.  Pacific  Park’s  late  collection  practices  are  caused  in  part  because  Pacific  Park’s 
monthly  parker  contract  requires  payment  later  than  is  required  by  the  management 
agreement  between  Pacific  Park  and  the  Parking  Authority.  Pacific  Park’s  monthly  parker 
contract  requires  a monthly  parker  to  pay  the  fee  by  the  fifth  day  of  the  month.  Yet,  the 
management  agreement  between  Pacific  Park  and  the  Parking  Authority  requires  a monthly 
parker  to  pay  the  fee  by  the  first  day  of  the  month. 

We  reviewed  monthly  parker  fee  collections  for  6 months  of  the  36-month  audit  period. 
Pacific  Park  collected  $44,925  in  monthly  parking  fees  during  the  6 months  we  reviewed. 
Monthly  parker  fees  are  due  by  the  first  day  of  the  month,  according  to  the  management 
agreement  between  Pacific  Park  and  the  Parking  Authority.  However,  Pacific  Park 
collected  only  $1,950  (4  percent)  of  the  monthly  parker  fees  by  the  first  day  of  the  month. 
$24,375  (54  percent)  of  the  fees  by  the  fifth  day,  and  $18,600  (42  percent)  after  the  fifth 
day.  Pacific  Park  collected  $3,750  (8  percent  of  the  total  collections)  after  the  tenth  day  of 
the  month. 

Another  cause  for  the  late  payments  by  monthly  parkers  is  that  monthly  parkers  are  not 
subject  to  a late  payment  fee.  Pacific  Park’s  monthly  parker  contract  does  not  contain  terms 
that  impose  late  payment  charges  to  penalize  monthly  parkers  who  pay  their  fees  late.  The 
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monthly  parker’s  access  card.  Pacific  Park’s  managing  director  explained  that  Pacific  Park 
generally  gives  the  monthly  parker  a courtesy  call  notifying  the  parker  of  the  unpaid  fees 
and  gives  the  parker  a five-day  grace  period  before  deactivating  the  access  card.  While 
Pacific  Park  has  taken  steps  to  ensure  that  all  monthly  parkers  pay  their  fees,  a late 
payment  penalty  would  provide  further  incentive  for  timely  payment.  It  is  important  that 
Pacific  Park  uses  incentives  other  than  canceling  the  card  to  collect  monthly  parking  fees 
on  a timely  basis.  Further,  even  though  the  management  agreement  between  Pacific  Park 
and  the  Parking  Authority  does  not  require  Pacific  Park  to  include  a late  payment  penalty 
in  monthly  parker  contracts,  this  does  not  preclude  Pacific  Park  from  including  such  terms 
in  the  monthly  parker  contract. 


RECOMMENDATIONS 

We  recommend  that  the  Parking  Authority  take  the  following  actions: 

• Require  Pacific  Park  to  modify  its  monthly  parker  contract  to  comply  with  the 
management  agreement  by  requiring  payment  of  monthly  parker  fees  by  the  first 
business  day  of  the  month. 

• Require  Pacific  Park  to  amend  its  monthly  parker  contracts  to  include  a late  payment 
penalty  and  assess  it  for  monthly  parkers  who  pay  late. 


We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Ben  Carlick,  Audit  Manager 
Wayne  Chan 
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RESPONSE  TO  THE  AUDIT 


LOMBARD  STREET  GARAGE 
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195  Moulton  Street 
San  Francisco.  CA  94123 
Phone  (415)440-2099 
Fax  (415)440-2299 

Pacific  Park  Management,  Inc. 


April  26,  2000 


Mr.  Ben  Carlick 
Audit  Manager 

City  and  County  of  San  Francisco 
Office  of  the  Controller 
Audits  Division 

1 Dr.  Carlton  B.  Goodlett  Place,  Room  388 
San  Francisco,  CA  94102 

Dear  Mr.  Carlick: 

Re:  Lombard  Street  Garage  Audit  Report 

I am  writing  you  this  letter  in  regards  about  the  audit  report  dated  April  18,  2000. 1 reviewed  the  audit 
report  and  I would  like  to  response  to  you  about  your  recommendations. 

Your  recommendation  was  to  modify  the  monthly  parker  contract  to  comply  with  the  management 
agreement  by  requiring  payment  of  monthly  parker  fees  by  the  first  business  day  of  the  month  and  to 
include  a late  payment  penalty  and  assess  it  for  monthly  parkers  who  pay  late. 

Corrective  Action : Pacific  Park  management  took  your  recommendations  and  ue  are  working  with 
Department  of  Parking  and  Traffic  to  modify  the  monthly  parking  contact. 

It  is  been  a great  pleasure  working  with  you  and  we  will  look  forward  working  with  you  in  the  far 
future. 


Managing  Director 
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cc: 


Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Public  Library 
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OFFICE  OF  THE  CONTROLLER 
AUDITS  DIVISION 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 


Edward  Harrington 
Controller 


April  28,  2000 


Audit  No.  99028 


Robert  Davis,  Director  of  Off-Street  Parking 
Department  of  Parking  and  Traffic 
25  Van  Ness  Avenue,  Suite  410 
San  Francisco,  CA  94102 


documents  dept. 

JUN  - 8 2000 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


Subject:  Minor  Findings  of  Lombard  Street  Garage 


Dear  Mr.  Davis: 

As  part  of  our  concession  audit  of  Lombard  Street  Garage  (Lombard  Garage),  we 
identified  several  minor  findings  that  are  not  sufficiently  material  for  inclusion  in  the  audit 
report.  Pacific  Park  Management,  Inc.  (Pacific  Park)  operates  Lombard  Garage.  The  audit 
period  is  from  May  1,  1996  through  April  30,  1999.  The  minor  findings  and  our 
recommendations  include: 

1.  Pursuant  to  discussion  with  a Deputy  City  Attorney  and  staff  from  the  Real  Estate 
Department,  we  reviewed  the  City  Treasurer’s  bank  account,  used  by  Pacific  Park  for 
depositing  its  revenue,  to  determine  if  the  account  was  established  in  accordance  with 
the  terms  of  the  management  agreement.  We  found  that  the  Treasurer  correctly 
established  the  bank  account. 

Pacific  Park  did  not  always  deposit  daily  revenues  to  the  bank  by  the  next  business 
day.  The  management  agreement  between  Pacific  Park  and  the  Parking  Authority 
requires  Pacific  Park  to  deposit  all  revenues  collected  by  the  next  business  day.  Of  the 
1 8 deposits  we  tested,  Pacific  Park  did  not  comply  with  this  requirement  for  5 deposits 
(28  percent).  For  4 of  these  deposits,  Pacific  Park  deposited  the  revenues  one  business 
day  late  and  for  the  other  deposit,  Pacific  Park  deposited  the  revenues  two  business 
days  late.  Because  of  these  late  deposits  of  revenue,  the  City  did  not  maximize  the 
interest  it  receives  on  garage  revenues. 

We  recommend  that  the  Parking  Authority  remind  Pacific  Park  to  deposit  all  daily 
collections  by  the  next  business  day. 

2.  Pacific  Park  did  not  properly  account  for  its  validation  stamp  book  sales.  Pacific  Park 
sells  validation  stamp  books  to  local  merchants  to  validate  parking  tickets  for  their 
customers  who  park  at  the  Lombard  Garage.  The  revenue  from  the  validation  stamp 
book  sales  is  included  in  the  gross  revenues  deposited  to  the  City’s  bank  account. 
However,  from  May  1996  through  December  1997,  Pacific  Park’s  records  did  not 
adequately  support  reported  stamp  book  sales  totaling  $12,962.  Pacific  Park  did  not 
record  the  inventory  of  stamp  books  it  received  from  the  prior  garage  operator  and  did 
not  record  information  specific  to  the  stamp  books  sold.  Without  the  inventory  of 
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stamp  books  or  information  on  the  specific  stamp  books  sold,  we  were  unable  to 
determine  whether  Pacific  Park  properly  reported  to  the  Parking  Authority  all 
validation  stamp  book  sales  for  this  period. 

Corrective  Action : Since  January  1998,  Pacific  Park  uses  a spreadsheet  to  track  its 
stamp  book  sales  and  the  stamp  books  have  serial  numbers.  Thus,  the  stamp  book 
sales  can  now  be  tracked  to  verify  revenue  is  correctly  reported. 

We  recommend  the  Parking  Authority  monitor  Pacific  Park’s  recently  established 
records  of  stamp  book  sales  to  ensure  Pacific  Park  is  accurately  recording  these  sales. 

3.  The  computerized  parking  access  and  revenue  control  system  in  the  Lombard  Garage 
did  not  work  as  intended.  The  management  agreement  between  Pacific  Park  and  the 
Parking  Authority  requires  Pacific  Park  to  acquire  at  its  own  cost  of  approximately 
$50,000  a parking  access  and  revenue  control  system  in  the  Lombard  Garage  that  will 
be  owned  by  the  Parking  Authority.  A computerized  parking  system  is  intended  to 
allow  the  garage  operator  to  easily  track  the  garage’s  parking  activity  and  revenues. 
When  the  auditors  asked  why  Pacific  Park  used  manual  records  instead  of  the 
computerized  parking  system  to  summarize  daily  revenues,  Pacific  Park’s  managing 
director  explained  that  the  revenue  function  of  the  system  was  not  producing  accurate 
reports.  Pacific  Park  contended  that  the  manual  reports  did  not  agree  with  the  system- 
generated reports. 

Corrective  Action : We  informed  the  Parking  Authority’s  property  manager  and  he 
worked  with  the  system  vendor  and  Pacific  Park  to  address  this  matter.  As  of 
February  28,  2000,  the  vendor  produced  reports  that  were  99.8  percent  accurate.  The 
property  manager  instructed  the  vendor  to  address  this  matter  until  the  reports  were 
100  percent  accurate. 

We  recommend  that  the  Parking  Authority  continue  to  monitor  the  system  reports 
until  the  reports  prove  to  be  100  percent  accurate. 

4.  Pacific  Park  did  not  keep  a copy  of  all  monthly  parker  contracts.  The  management 
agreement  between  Pacific  Park  and  the  Parking  Authority  requires  Pacific  Park  to 
execute  monthly  contracts  with  monthly  parkers.  We  selected  15  monthly  parkers  and 
found  that  Pacific  Park  did  not  have  signed  copies  of  2 (13  percent)  monthly  parker 
contracts  on  file. 

We  recommend  the  Parking  Authority  require  Pacific  Park  ensure  that  it  has  a signed 
contract  for  each  monthly  parker.  Because  our  audit  report  recommends  that  Pacific 
Park  modify  its  monthly  parker  contract  to  require  payment  by  the  first  business  day 
of  the  month  and  include  a late  payment  penalty,  this  will  give  Pacific  Park  the 
opportunity  to  ensure  all  monthly  parkers  have  a signed  contract  with  the  new  terms. 
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We  are  advising  you  of  these  findings  so  that  you  can  take  the  appropriate  actions  to 
resolve  them.  Please  call  me  at  (415)  554-7656  if  we  can  be  of  further  assistance  on  these 
matters. 


Audit  Manager 


cc:  Ron  Szeto,  Parking  Authority  Deputy  Director 

Behailu  Mekbib,  Pacific  Park’s  Managing  Director 
Noriaki  Hirasuna,  Controller’s  Audits  Director 
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